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|. Signs of Tempered Local Recovery




GMP SURPASSED THE 2000 LEVEL,

EMPLOYMENT LAGS
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INCREMENTAL JOB GAINS
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TALE OF TWO ECONOMIES
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STEADY GROWTH IN VENTURE CAPITAL

10.5

Billions ($)

2001 2002 2003 2004 2005 2006 2007

Venture Capital Investment, Silicon Valley

Source: PricewaterhouseCoopers/Venture Economics/National Venture Capital Association MoneyTree™ Survey 2007




R&D VACANCY IMPROVING,

OFFICE SPACE WORSENS SLIGHTLY
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STRONG YEAR-OVER-YEAR OCCUPANCY GROWTH
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SAN JOSE MEDIAN HOME PRICES FALL 10%

YEAR OVER YEAR
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The “natural” vacancy rate
reflective of a healthy rental
housing market is 5%
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SALES TAX SHOWING INCREMENTAL GROWTH
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TRANSIENT OCCUPANCY TAX GROWING
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PER CAPITA SALES TAX LAGS

REST OF THE STATE
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Palo Alto $302
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RISING COSTS CHALLENGING RESIDENTS

In the last 2 years...
 Bay Area gas prices have risen 18%
 Bay Area Consumer Price Index (CPl)
e 2006 CPI increased 3.2%
e 2007 CPI increased 3.3%

Source: Energy Information Administration, Creekside Realty, Federal Reserve




LOCAL GROWTH ANTICIPATED

» Job Growth: 1% in 2008, 2009, 2010

« Drivers: Emerging small tech firms, R&D and
HQ of larger companies— including foreign

 Dampers: High costs, globalization of tech jobs




